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ABSTRACT 



This report assesses the pace and quality of the District of 
Columbia's $1.3 billion multiyear effort to renovate and modernize its public 
schools. Findings reveal that the District of Columbia school system had 
mismanaged an area-wide utility contract for gas and energy management 
services between the General Services Administration and the Washington Gas 
Light Company in making tens of millions of dollars in school renovations. 
Also, the school system failed to adhere to numerous controls and procedures 
designed to ensure that the District obtain the best prices and services and 
maintain proper relationships between contractors and the government. The 
investigation shows that, by circumventing important management and oversight 
controls, the school system put the renovation work at considerable risk of 
improper billing, poor quality work, and high prices. The report reveals that 
the school system was overcharged by about $1.9 million because of duplicate 
billings and billings for work not completed. Appendices contain the scope 
and methodology of the research; comments from the District of Columbia 
Public Schools, Washington Gas Light Company, and the General Services 
Administration (GSA) ; and comments about the extent to which the school 
system's orders did not fall within the scope of the GSA contract. (GR) 
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September 28, 2001 

The Honorable Joe Knollenberg 
Chairman, Subcommittee on the District 
of Columbia 

Committee on Appropriations 
House of Representatives 

Dear Mr. Chairman: 

By mid-1997, the condition of the District of Columbia’s public schools had 
reached crisis proportions. Most of the schools were over 50 years old and 
had not been well-maintained. The District was faced with a substantial 
amount of deferred maintenance, which contributed to safety problems 
such as fire code violations and leaky roofs. 

You requested that we assess the pace and quality of the District’s effort to 
renovate and modernize its public schools — an effort expected to cost $1.3 
billion over 10 years. This is the first in a series of reports responding to 
your request. 1 It focuses specifically on the District of Columbia school 
system’s use of an areawide utility contract for gas and energy 
management services between the General Services Administration (GSA) 
and the Washington Gas Light Company (Washington Gas) to renovate the 
schools. We looked at whether the school system properly used and 
administered this contract. 


Results in Brief 


The District of Columbia school system has mismanaged the contract with 
Washington Gas in making tens of millions of dollars in renovations to the 
schools. It improperly used the gas utility contract as a vehicle for quickly 
obtaining a broad range of renovation services. Moreover, there was a 
complete breakdown in internal controls in the administration and 
oversight of the contract. By circumventing important management and 
oversight controls, the school system put the renovation work at 
considerable risk of improper biding, poor quality work, and high prices. 




1 Subsequent reports will address school system and Army Corps of Engineers renovation 
efforts, including procedures for dealing with asbestos; modernization efforts (building 
new schools); and the planned transfer of responsibility for school renovations and 
modernizations from the Corps of Engineers to the school system. We are also sending a 
separate letter to GSA concerning its oversight of the use of areawide utility contract 
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Specifically, the school system inappropriately used the gas contract to 
obtain a variety of renovation services. These included painting, 
carpeting, plumbing, and electrical work; boiler, air conditioning, and 
heating repairs; playground upgrades; bathroom renovations; and 
refurbishing of flag poles. None of this work was within the scope of the 
contract. Nevertheless, Washington Gas marketed its services to the 
school system and performed these services without regard to the scope 
of the contract. 

Additionally, in carrying out the renovation work, the school system failed 
to adhere to numerous controls and procedures that were supposed to be 
in place to ensure that the District obtains the best price and service and 
to maintain proper relationships between contractors and the government. 
For example: 

• The school system failed to obtain required reviews and approvals from 
the District of Columbia’s Office of Contracting and Procurement, the 
school system’s General Counsel, the City Council, and the Control Board 
for numerous orders. These oversight processes are designed to ensure 
that (1) available alternatives have been considered, (2) cost estimates are 
reasonable, (3) work has been adequately competed, and (4) contracts are 
legally sound. In fact, review requirements were either ignored altogether 
or circumvented. For example, school officials combined renovation 
projects into packages just under the dollar thresholds required for review 
by the City Council. 

• Even though most of the work was readily available from licensed 
plumbing, heating, electrical, or general contractor firms, school system 
contracting officials chose not to acquire the services competitively. 
Instead, all work was awarded on a sole-source basis to Washington Gas 
as the prime contractor. 

• The school system failed to obtain independent cost estimates or conduct 
pricing analyses for much of the renovation work. Moreover, the school 
system did not negotiate the contractor’s fee. In fact, Washington Gas’ 
fee — which increased from 20 to 25 percent in fiscal year 2001 — was 
applied at a flat rate to all renovation orders, regardless of the size or 
complexity of the work or the extent of Washington Gas’ involvement with 
the projects. When Washington Gas directed work to an unregulated 
subsidiary, the school system paid this subsidiary a fee in addition to the 
fee charged by Washington Gas. 

• The school system’s contracting officer did not delegate facilities staff 
with authority to direct changes to renovation work or provide them with 
guidance on their roles and responsibilities. In the absence of such 
guidance, facilities staff took on duties normally belonging to the prime 
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contractor, such as selecting subcontractors and approving their prices, 
and other duties normally belonging to the contracting officer, such as 
directing changes in ordered renovation work. 

The school system used the Washington Gas contract to make a range of 
improvements to schools because it was a fast and convenient contract 
vehicle in a time of great community pressure to make repairs to the 
District of Columbia’s public schools. However, by circumventing 
important management and oversight controls, the school system put the 
renovation work at considerable risk of improper billing, poor quality 
work, and high prices. We found that the school system was overcharged 
by about $1.9 million because of duplicate billings and billings for work 
not completed. 

These problems raise serious doubt about whether fair and reasonable 
prices were obtained on the renovation orders and whether the school 
system should continue use of the gas utility contract. The school system 
now recognizes these problems and is aggressively pursuing a number of 
corrective measures, such as discontinuing use of the contract for general 
construction, reviewing outstanding invoices, competing further work, and 
hiring inspectors. If successfully implemented, these as well as other 
longer term planned actions should improve controls over school 
renovation contracts and ensure that prices are fair and reasonable. We 
are making recommendations to ensure that these corrective actions are 
implemented in a timely manner. 

We received written comments on a draft of this report from the school 
system, Washington Gas, and GSA. The school system outlined a number 
of corrective actions, many of which have already been implemented. 
Washington Gas took exception to several of our findings concerning the 
scope of the contract, fees, and billing issues. GSA did not take exception 
to our findings regarding the school system’s lack of internal controls and 
agreed that some of the work was outside the scope of the contract. 
However, GSA did not agree with our position that none of the work 
performed by Washington Gas was in the contract’s scope. The agencies’ 
comments, as well as our detailed response, appear in appendixes II, III, 
and IV. 


Background 


In response to public concerns about safety and maintenance, the District 
of Columbia undertook a major effort to renovate and modernize its public 
schools in 1998. It has budgeted $1.3 billion for the renovations from fiscal 
year 1998 through 2007. 
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The school system began this effort by entering into a Memorandum of 
Agreement with the Army Corps of Engineers. The agreement was for 
engineering, procurement, and technical assistance to ensure that 
construction contracts were awarded and managed so that schools could 
open in the fall of that year. In the Fiscal Year 1999 District of Columbia 
Appropriations Act, Congress authorized the Corps of Engineers to 
provide the school system with engineering, construction, and related 
services. 

Until fiscal year 2001, the District of Columbia’s Office of Contracting and 
Procurement was the central authority for procurements made by the 
various city agencies, including the school system. In October 2000, the 
school system obtained its own procurement authority. It assumed 
responsibility for about a third of the school renovation projects on the 
fiscal year 2001 capital projects list, while the Corps of Engineers was 
responsible for the remainder. To obtain renovation services for the 
repairs under its purview, the school system has almost exclusively used a 
GSA areawide public utility contract with Washington Gas for gas, gas 
transportation, and energy management services. 2 

GSA entered into the contract with Washington Gas, a regulated public 
utility, without competition because the company has an exclusive 
franchise by law to provide certain utility services in its service area. The 
“energy management” services available from the contract could, if the 
contractor has these services on file with the Public Service Commission, 
include services intended to provide energy savings, efficiency 
improvements, energy audits, conservation measures such as fighting 
control and boiler control improvements, and water conservation device 
installation. 



2 GSA has statutory authority to make its utility service contracts available to the District of 
Columbia government. GSA has authorized the District to use the Washington Gas 
areawide utility contract. 
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Contract Was 
Improperly Used and 
Precluded 
Competition 



The school system improperly used the gas utility contract as a vehicle for 
obtaining a broad range of facility improvements and maintenance work. 

In doing so, it precluded competition by awarding all of the work on a 
sole-source basis to Washington Gas as the prime contractor. The types of 
services provided under the Washington Gas contract could have been 
performed by licensed plumbing, heating, electrical, or general contractor 
firms. 



The GSA contract with Washington Gas is limited to the provision of 
regulated gas utility and energy management services. In contrast, our 
analysis of completed projects from August 2000 through March 2001 
shows that the school system has paid Washington Gas $25 million for a 
range of projects, including painting, carpeting, and electrical work; boiler, 
air conditioning, heating, and structural repairs; bathroom, auditorium, 
and swimming pool renovations; and flag pole refurbishments. Figure 1 
shows the major categories of services. 
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Figure 1 : Types of Projects Performed Under the Washington Gas Contract 
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“We could not categorize the type of work when a proposal included a variety of projects or when it 
did not provide sufficient detail for us to make a determination. 
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GSA Concerns With School 
System’s Use of the 
Contract 



ERIC 



Based on our reading of the contract, the governing regulation, and 
discussions with GSA and the District of Columbia Public Service 
Commission, we do not believe these services were within the scope of the 
GSA contract because none of the work or services were regulated utility 
services or otherwise on file with the Public Service Commission. 
Appendix V contains details on our analysis. 

The school system first started using the GSA areawide contract with 
Washington Gas in the last months of calendar year 1997 to provide 
emergency boiler repairs and temporary boiler rentals. These services 
were outside the scope of utility services described in the contract. In 2000 
and 2001, the range of services expanded to include many other types of 
projects ordered by the school system, all of which were also outside the 
contract’s scope. Washington Gas marketed its project management 
services to the school system and performed these services without regard 
to the scope of its contract with GSA. 

The school system’s chief contracting officer explained to us that the 
Washington Gas contract was used because it was an existing source of 
supply that could be quickly implemented to keep the schools open. In 
contrast, according to the contracting officer, the typical lengthy 
procurement process using solicited competitive bids would have 
prevented the timely acquisition of the needed work and services. The 
contracting officer considered the GSA contract to be available for use 
because the type of work was, in the contracting officer’s view, energy- 
related. 

Other contracting options were available to the school system. For 
example, the school system could have used the Army Corps of Engineers 
to perform school renovations. The Corps carried out most of the 
renovation work for the school system from fiscal years 1999 through 
2001. Further, the Corps had alternative contract vehicles for which it had 
well-defined statements of work, independent cost estimates, and 
negotiated contractor fees. The then-Chief Facilities Officer informed us 
that he was reluctant to give additional work to the Corps, however, 
because he believed the Corps processes and procedures were too slow 
given the crisis atmosphere and pressure from the community to carry out 
renovations quickly. 



After we raised questions about the school system’s use of the Washington 
Gas contract, the GSA contracting officer responsible for the contract sent 
a May 2001 letter to the school system’s contracting officer stating that (1) 
the contract is not intended to provide general facility improvements and 
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